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[bookmark: _Toc232263983]Introduction
Amazon.com, Inc. is a global technology and e-commerce company based in Seattle, WA. Amazon began as an online bookstore in 1994, and today it is one of the largest companies in the world, serving in a variety of industries including e-commerce, cloud computing, digital advertising, subscription services, and consumer electronics. Amazon's net sales for FY 2025 (31st December 2025) were $716.9 billion, with a workforce of about 1.56 million employees across the globe (Amazon, 2026). 
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Image 1: Company logo of Amazon Inc. (Amazon, 2026)

Management accounting is an important component of business because it gives internal financial information to help with the planning, budgeting, cost control and performance evaluation of a business, and to inform and guide strategic decision making. Management accounting is about analysing and communicating relevant financial information to enable managers to fulfil the organisation’s goals, according to Drury (2018). Managing the company's finances is a crucial part of Amazon's operations, particularly in a company as large as it is. This report examines Amazon's use of management accounting tools and techniques in assisting with the financial decision-making process. 



[bookmark: _Toc232263984]Cost Analysis and Business Model
[bookmark: _Toc232263985]Revenue Model
Amazon's revenue model is very diversified, with a view to keeping no one source of revenue more than 50% of their income, but also to be able to subsidise one business segment from another. Amazon's total net sales for FY25 were $716.9 billion, with $296.3 billion from net product sales and $420.7 billion from net service sales (Amazon, 2026). The increasing share of service revenue is a result of a long-term service strategy shift towards higher margin and scalable digital and subscription-based revenue streams. The revenue growth of the services segment has been much higher than that of products from FY2023 to FY2025, further emphasising the need for digital transformation in Amazon's business model.
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Table 1: Amazon Segment Revenue and Total Net Sales (USD millions) (Amazon Inc, 2025)
Amazon Web Services (AWS) is the most profitable segment and is a major contributor to the overall profitability. AWS revenue increased from $90.8 billion in FY2023 to $107.6 billion in FY2024 and $128.7 billion in FY2025, representing strong year-on-year growth of 19.6% in FY2025 alone (Amazon, 2026). While AWS represents a smaller portion of the total revenues, it has considerably higher operating margins than retail businesses, effectively subsidising lower margin businesses like e-commerce.
Also contributing to the growth is Amazon Advertising, which accounted for approximately $56.2 billion in FY2024, making Amazon one of the top digital advertising platforms worldwide (Amazon, 2025). Subscription services had a net contribution of $44.4 billion in FY2024 and are expected to grow at a stable rate each year, as they are being integrated into the Amazon ecosystem and members are increasingly staying engaged (Amazon, 2025). Third-party seller services also add to the revenue efficiency as Amazon doesn't carry the risk of stocking any inventory, but can still generate commissions and fulfilment fees. 
[bookmark: _Toc232263986]Cost Structure: Fixed vs. Variable Costs
Amazon's cost base is large, but growing efficiently, meaning that it is highly cost-effective. According to FY2025 MD&A, costs fall into two categories: variable costs and fixed costs, broadly speaking, based on the relationship between the costs and the decisions regarding sales volume and capacity (Amazon, 2026).
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Table 2: Operating Expenses Year-on-Year (USD millions)
Fixed costs are mainly technology infrastructure, research and development and administration costs. The investment in technology and infrastructure jumped from $88.5bn in FY2024 to $108.5bn in FY2025, largely due to growth in the abilities of AI and cloud computing (Amazon, 2026). General and administrative expenses grew slightly to $11.2 billion, reflecting good management of overheads.
Amazon's cost strategy mirrors Kaplan and Atkinson's (2015) advice to focus on ongoing cost efficiencies as well as strategic investments. Likewise, Drury (2018) points out that there are scale efficiencies and process optimisations to be gained by high-volume firms in cost reduction per unit. Amazon's cost-to-revenue ratio for FY2023 was 93.6%, which is better than it was in FY2025 at 89.2%, indicating greater operational efficiency.



[bookmark: _Toc232263987]Budgeting and Financial Planning
[bookmark: _Toc232263988]Role of Budgeting in Amazon's Operations
A budget is not a one-off annual activity at Amazon; it's a dynamic process that is strategic. Amazon is a very capital-intensive company and in FY2025, had reported capital expenditure of $131.8 billion as compared to $83.0 billion in FY2024 (Amazon, 2026). The firm has an ongoing investment plan that sees budgets adjusted to long-term priorities, especially in areas such as infrastructure and logistics investments on AWS. The company has a flexible budgeting system, and financial forecasts and segment performance are reviewed quarterly, according to the FY2025 10-K (Amazon, 2026).
Amazon's cost management philosophy is to focus on free cash flow, rather than short-term profit. Net cash from operating activities rose from $115.9 billion in FY 2024 to $139.5 billion in FY 2025, driven by improved operational efficiency and the return of investments made in the past on logistics and infrastructure to support cloud operations (Amazon, 2026). This is in line with Drury's (2018) opinion that rolling budgets are useful in a rapidly changing environment because they can be continually adapted to the new information.
Amazon's budgeting system is also based on segments. AWS, North America and International are considered as three distinct profit centres with specific budgets for fulfilment, technology, marketing and administration expenses (Amazon, 2026). This is in line with the Responsibility Accounting principles explained by Horngren, Datar and Rajan (2015), which assigns responsibility for performance to managers within specified areas.
[bookmark: _Toc232263989]Year-on-Year Operating Expense Changes: Internal and External Drivers
Technology and infrastructure costs rose by 3.4% to $88.5 billion in FY2024, and total operating expenses rose 5.8% while revenues rose 11%, which resulted in the improvement in operating margin expansion from 6.4% to 10.8% (Amazon, 2025). The improvement was primarily due to restructuring of internal costs, such as a transition to a regionalised fulfilment network and the optimisation of their workforce, resulting in a decrease in General and Administrative costs from $11.8 billion to $11.4 billion (Amazon, 2026).
FY2025, on the other hand, witnessed a significant surge in technology and infrastructure investments, reaching $108.5 billion, reflecting a 22.6% increase. This increase was primarily due to the acceleration of investment in AI infrastructure, AWS generative AI services, and data centre expansion. Capital expenditure also rose substantially from $83.0 billion to $131.8 billion (Amazon, 2026), a testament to the competition that capital expenditure is facing from Microsoft Azure and Google Cloud.
Other factors affected costs, too. Foreign exchange fluctuations have had an impact on revenue of $4.4 billion (Amazon, 2026), and inflation has driven up fulfilment and labour expenses. The impact of higher rates on leasing-related costs throughout Amazon's property portfolio around the world was further felt.

[bookmark: _Toc232263990]Measurement and decision making for performance
[bookmark: _Toc232263991]Key Performance Indicators
Amazon employs a mix of financial and non-financial KPIs, which are reported in its annual reports and investor filings (Amazon, 2026). Operating margin is an important financial KPI that indicates how effectively the firm converts revenue into profit despite significant reinvestment. This rose from 6.4% in FY2023 to 10.8% in FY2024 and 11.2% in FY2025, reflecting the company's operating leverage, meaning that fixed costs are being applied to a larger revenue base (Amazon, 2026). The net income also grew significantly from $30.4 billion in FY2023 to $77.7 billion in FY2025, which led to a corresponding increase in earnings per share (EPS) from $2.90 to $7.17.
[image: ] 
Table 3: Amazon Key Performance Indicators Sources: Amazon.com, Inc. Form 10-K (2026); Amazon Sustainability Report (2025); Amazon Q4 2024 Earnings Release. 

Amazon's leadership in cloud and AI infrastructure is reflected in its AWS revenue growth, which increased by 19.6% to $128.7 billion in FY2025. (Amazon, 2026) Prime membership, which is estimated to reach more than 200 million users, is also a crucial non-financial KPI that is associated with customer retention and long-term revenue growth, as Prime members have been seen to spend more consistently (Statista, 2025). The expansion of electric vehicles in Amazon's fleet (31,400 to 19,000 between FY2023 and FY2024) is indicative of progress toward Amazon's Climate Pledge goals (Amazon Sustainability, 2025).
[bookmark: _Toc232263992]Strategic Decisions Based on Financial and Non-Financial Data 
Amazon's decisions are made strategically in a way that combines both financial and operational KPIs. AI infrastructure investment will be a key component of AWS's capital expenditures, totaling $131.8 billion for FY2025, driven by the company's high operating margin of approximately 37% and the competitive pressure from Microsoft Azure and Google Cloud (Amazon, 2026). This is in line with the Balanced Scorecard of Kaplan and Norton (2001), who put forward the importance of non-financial leading indicators for strategic decision making.
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Image 2: Amazon’s financial indicators (Source: Author’s creation)
Cost analysis, cost per unit logistics and AI forecasting of demand, and better stock placement (Amazon, 2025) were the factors that led to network regionalisation. Likewise, the launch of advertising on Prime Video in 2024 has been driven by robust digital advertising growth of $56.2 billion in FY2024, which allows high-margin revenue growth at minimal incremental cost.
Last, but not least, General & Administrative (G&A) costs fell from $11.8 billion in FY2023 to $11.2 billion in FY2025, even as revenue increased by 25% due to G&A efficiency gains through automation and workforce optimisation with the help of variance analysis (Amazon, 2026).


[bookmark: _Toc232263994]Sustainability in Financial Decision-Making
Amazon has incorporated sustainability into financial planning with The Climate Pledge, which will see it reach net-zero carbon emissions by 2040 (Amazon Sustainability, 2025). This includes significant capital investment, such as $2 billion in EV deliveries and expanded decarbonization of logistics and AWS infrastructure. These are seen as strategic investments in capital and not as expenditure on CSR.
For the second year in a row, Amazon matched 100% of its electricity use with renewable energy sources by powering more than 600 renewable energy projects across the globe in FY2024 (Amazon Sustainability, 2025). These are investments that must be made initially, but the costs of energy use and regulatory risk are lowered over the long term. Amazon also increased its spending on technology and infrastructure, from $88.5 billion in FY2024 to $108.5 billion in FY2025, and now ties the investments more strongly to sustainability goals.
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Image 3: Sustainability in financial decision-making (Source: Author’s creation)
AWS data centres are engineered to be extremely energy efficient, and Amazon is on track to be water positive by 2030 (to date, 53% progress- Amazon Sustainability, 2025). The carbon intensity went down from 75.6g of CO₂ per dollar in sales to 72.6g of CO₂ per dollar in sales, indicating efficiency. It is in line with the principles of Environmental Management Accounting, which incorporate the environmental costs into the main financial decision-making process (Burritt and Schaltegger, 2010).
[bookmark: _Toc232263995]Ethical aspects of cost management and pricing
Amazon's pricing policy also creates moral dilemmas because the company's low pricing is achieved through cross-subsidisation from its AWS and advertising businesses, which could result in regulatory issues and competitive distortions (European Commission, 2023). Labour practices also raise ethical issues because of their 1.56 million employees and the continuous issues regarding working conditions in the warehouses and unionisation rights under the UN Guiding Principles on Business and Human Rights (2011). Bhimani et al. (2019) state that from a management accounting point of view, the social and environmental costs should be included in the cost systems, and it is recommended that a stronger integration of social and environmental costs in the supply chain of Amazon is needed.







[bookmark: _Toc232263996]Conclusion and Recommendations
This report used the management accounting principles as applied to Amazon with FY2023 – FY2025 data. Amazon's revenue went up from $574.8 billion to $716.9 billion, thanks to its Amazon Web Services growth, advertising revenue and steady Prime membership (Amazon, 2026). Operating income grew from $36.9 billion to $80.0 billion, and operating margins went from 6.4% to 11.2%, driven by the significant economies of scale and the efficiency of the company's operations. The company's investment in infrastructure and AI, reflected in capital expenditures of $131.8 billion for the year, underscores the company's strategic priorities.  Sustainability has become a more integral part of financial planning, with the company's investments in infrastructure and AI highlighted by its capital expenditures of $131.8 billion for FY2025.
Some of the key recommendations are: Activity Based Costing (ABC) should be adopted in fulfilment operations to correctly allocate costs, Environmental Management Accounting should be introduced to account for the environmental costs in financial decisions and the budgeting system should be strengthened by using AI-based rolling forecasts for better flexibility and efficient resource allocation (Burritt and Schaltegger, 2010; Drury, 2018).
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Segment ($M)  FY2023  FY2024  Growth  FY2025  Growth  

North America  353,000  387,500  +9.8%  426,300  +10.0%  

International  131,200  142,900  +8.9%  161,900  +13.3%  

AWS  90,757  107,600  +18.5%  128,700  +19.6%  

Total Net Sales  574,785  637,959  +11.0%  716,924  +12.4%  
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Expense Category (5M)

FY2023

YoY %

FY2025

YoY %

Cost of Sales 304,739 326,288 +7.1% 356,414 +9.2%
Fulfillment 90,619 98,505 +8.7% 109,074 +10.7%
Technology & | 85,622 88,544 +3.4% 108,521 +22.6%
Infrastructure

Sales & Marketing 44,370 43,907 —1.0% 47,129 +7.3%
General & Administrative | 11,816 11,359 —3.9% 11,172 —1.6%
Total Operating Expenses | 537,933 569,366 +5.8% 636,949 +11.9%
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KPI

FY20:

FY20:

Relevance

Operating Financial | 6.4% 10.8% 11.2% | Efficiency of core operations before

Margin tax

Earnings ~ Per | Financial | $2.90 $5.53 $7.17 | Profitability on per-share basis

Share (Diluted)

Free CashFlow | Financial | $36.8B | $382B  Rising | Cash gencrated after capex: liquidity
measure

AWS Revenue | Financial | 13% YoY | 19% YoY | 20% Measures cloud segment momentum

Growth Yoy

Prime Non- ~200M+ | ~200— Growing | Customer loyalty and ccosystem

Membership Financial 220M+ retention

(est)

Electric Non- ~19,000 | 31400 | Growing | Progress toward net-zero Climate

Delivery Vans | Financial Pledge

Employee Non- ~146M | ~155M | ~1.56M | Operational  scale;  workforce

Headcount Financial investment
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Strategic decisions — Amazon FY2025
Source: Amazon Form 10-K (2026)

Al infrastructure investment

$131.8B

Capital expenditure, FY2025

AWS operating margin ~37% justifies
reinvestment at scale

Competitive pressure: Microsoft Azure,
Google Cloud driving Al capex urgency
Kaplan & Norton (2001) Balanced Scorecard

Prime Video advertising launch

$56.2B

Digital advertising revenue, FY2024

~18% advertising growth drove
decision to add Prime Video inventory

High-margin revenue stream at
minimal incremental cost

Contribution margin analysis (Drury, 2018)

Fulfilment network regionalisation

$109.1B

Fulfilment cost, FY2025

+10.7% YoY

Vs +12.4% revenue growth

Cost per unit reduced for first time
since 2018 via regional architecture
Al demand forecasting improved
inventory placement efficiency

GA&A efficiency gains

G&A cost (USD billions)
Fv2023 |

—5.1% cost reduction while revenue
grew +25% (FY2023~FY2025)
Automation and workforce optimisation

Variance analysis against budget

$11.88

$11.28

All figures from Amazon.com, Inc. Form 10-K (2026) — Consolidated Statements of Operations
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Sustainability & financial decision-making
Amazon.com, Inc. — Amazon Sustainability Report (2025); Form 10-K (2026)

Climate Pledge target EV delivery investment Renewable electricity
O,
2040 $2B 100%
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Mtem2.  Properties

As of December 31, 2025, we operated the following facilities (in thousands):

Leased Square  Owned Square
Description of Use Footage (1) Footage Location
Office space 31,028 9,160 North America
Office space 26,495 1,802 International
Physical stores (2) 23,932 706 North America
Physical stores (2) 148 — International
Fulfillment, data centers, and other 474,128 45,803 North America
Fulfillment, data centers, and other 185814 20,660 International

Total 741,545 78,131

(1) For leased properties, represents the total leased space excluding sub-leased space.
(2) This includes 615 North America and 8 International stores as of December 31, 2025

Leased Square. Owned Square
Segment Footage (1) Footage (1)
North America 481,153 25437
International 174,499 13,263
AWS 28,370 28,469

Total

(1) Segment amounts exclude corporate facilities. Shared facilities are allocated among the segments based on usage and
primarily relate to facilities that hold our technology infrastructure. See ltem 8 of Part II, “Financial Statements and
Supplementary Data — Note 10 — Segment Information.”

We own and lease our corporate headquarters in Washington’s Puget Sound region and Arlington, Virginia.

Mtem3.  Legal Proceedings

See ltem 8 of Part II, “Financial Statements and Supplementary Data — Note 7 — Commitments and Contingencies —
Legal Proceedings.”
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See accompanying notes to consolidated financial statements.
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AMAZON.COM, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS.

(in millions, except per share data)
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See accompanying notes to consolidated financial statements.
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AMAZON.COM, INC.
CONSOLIDATED BALANCE SHEETS
(in millions, except per share data)
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See accompanying notes o consolidated financial statements.
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